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 This is our annual financial audit report on the Teachers’ Retirement 

System (system) for the fiscal year ending June 30, 2003.  The objectives of 
our financial audit included determining if the system’s financial 
statements presented fairly its financial position and results of operations 
at and for the period ending June 30, 2003, with comparative totals at and 
for the period ending June 30, 2002. 

 
This report contains no recommendations. 

 
 
 
 
 
 
 
 
 
 
 
 
   Direct comments/inquiries to: 
   Legislative Audit Division 
   Room 160, State Capitol 
   PO Box 201705 
03-09   Helena MT  59620-1705 
 
Help eliminate fraud, waste, and abuse in state government.  Call the Fraud Hotline at 1-800-222-4446 
statewide or 444-4446 in Helena. 



 
 
 
 
 

FINANCIAL AUDITS 
 
 
 

 
 
Financial audits are conducted by the Legislative Audit Division to determine if the financial statements 
included in this report are presented fairly and the agency has complied with laws and regulations having 
a direct and material effect on the financial statements.  In performing the audit work, the audit staff uses 
standards set forth by the American Institute of Certified Public Accountants and the United States 
General Accounting Office.  Financial audit staff members hold degrees with an emphasis in accounting.  
Most staff members hold Certified Public Accountant (CPA) certificates. 
 
Government Auditing Standards, the Single Audit Act Amendments of 1996 and OMB Circular A-133 
require the auditor to issue certain financial, internal control, and compliance reports.  This individual 
agency audit report is not intended to comply with these requirements and is therefore not intended for 
distribution to federal grantor agencies. The Legislative Audit Division issues a statewide biennial Single 
Audit Report which complies with the above reporting requirements.  The Single Audit Report for the 
two fiscal years ended June 30, 2003, will be issued by March 31, 2004.  The Single Audit Report for the 
two fiscal years ended June 30, 2001, was issued on March 26, 2002.  Copies of the Single Audit Report 
can be obtained by contacting: 
 
 
Single Audit Coordinator      Legislative Audit Division 
Office of Budget and Program Planning    Room 160, State Capitol 
State Capitol       PO Box 201705 
Helena MT  59620      Helena MT  59620-1705 
Phone (406) 444-3616 
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December 2003 
 
 
 
The Legislative Audit Committee 
of the Montana State Legislature: 
 
This is our report on the financial audit of the Teachers’ Retirement System (system) for the fiscal year 
ended June 30, 2003.  The objectives of this audit include determining if the financial statements for 
fiscal year 2002-03 present fairly the Teachers’ Retirement System’s fiduciary net assets at June 30 for 
each fiscal year and its changes in fiduc iary net assets for the fiscal years then ended.  We tested 
compliance with laws that have a direct and material effect on the financial statements.   
 
This report also includes Management’s Discussion and Analysis, the Schedules of Funding Progress, 
and Employer Contributions & Other Contributing Entities. These schedules are supplementary 
information required by the Governmental Accounting Standards Board. As disclosed in the Independent 
Auditor’s Report, we did not audit the information and express no opinion on it. 
 
We issued an unqualified opinion on the financial statements of the Teachers’ Retirement System.  An 
unqualified opinion means a reader can rely on the information presented in the financial statements.  
The Independent Auditor’s Report begins on page A-1 of this report.   
 
Our opinion on the system’s financial statements is also contained in the Teachers’ Retirement System 
Annual Report.  Copies of the annual report for fiscal year 2002-03 can be obtained from the Teachers’ 
Retirement System.  The annual report contains additional background, statistical, and actuarial 
information not included in this audit report, which may be of interest to legislators or the public. 
 
This report contains no recommendations to the system.  The system has reviewed and agrees with the 
audit report.  We thank the Executive Director and his staff for their assistance and cooperation. 
 
       Respectfully submitted, 

 
     Signature on File 
 
     Scott A. Seacat 
     Legislative Auditor 



 

 



Appointed and Administrative Officials 

Page i 

 

 
 
Teachers’ Retirement 
Board 

  
 
Tim Ryan, Chair 
James Turcotte, Vice Chair 
Emily Hall Bogut 
Scott Dubbs 
Barbara Foster 
Mona Bilden 
 

 
 
Great Falls 
Helena 
Kalispell 
Lewistown 
Townsend 
Miles City 

  Term 
Expires 
7/1/04 
7/1/05 
7/1/07 
7/1/08 
7/1/06 
7/1/06 

    
 
 

Administrative 
Officials 

 David L. Senn, Executive Director 
 
Tammy Rau, Assistant Executive Director 
 
Dan Gaughan, Accountant/Fiscal Manager 

 

    
 
 

  For additional information concerning the Montana Teachers’ Retirement  
System, Contact David L. Senn, Executive Director, at: 
 
 1500 Sixth Avenue 
 PO Box 200139 
 Helena MT  59620-0139 
 

e-mail:  dsenn@state.mt.us 
 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
Members of the audit staff involved in this audit were Geri Hoffman, 
Cindy S. Jorgenson, Sonia Powell, Jennifer Solem, and Jim Manning.
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INDEPENDENT AUDITOR’S REPORT 
 
 
 
The Legislative Audit Committee 
of the Montana State Legislature: 
 
We have audited the accompanying Statement of Fiduciary Net Assets of the Teachers’ Retirement 
System, a component unit of the state of Montana, as of June 30, 2003, and 2002, and the related 
Statement of Changes in Fiduciary Net Assets for each of the fiscal years then ended.  These financial 
statements are the responsibility of the Teachers’ Retirement Board.  Our responsibility is to express an 
opinion on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.  An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable 
basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Teachers’ Retirement System as of June 30, 2003, and 2002, and the changes in 
fiduciary net assets for each of the fiscal years then ended, in conformity with accounting principles 
generally accepted in the United States of America. 
 
The Management’s Discussion and Analysis, the Schedule of Funding Progress, and the Schedule of 
Contributions from the Employer and Other Contributing Entities are not a required part of the financial 
statements but are supplementary information required by the Governmental Accounting Standard Board.  
We have applied certain limited procedures, which consisted principally of inquiries of management 
regarding the methods of measurement and presentation of the supplementary information.  However, we 
did not audit the information and express no opinion on it. 



 

 
 
 

The Teachers’ Retirement System actuarial gains and losses are smoothed over five years and only one 
fifth of each previous year’s actuarial loss has been recognized in the amortization period as of July 1, 
2002.  This leaves almost $443 million in unrecognized investment losses, which must be recognized over 
the next three to four years.  This unrecognized loss, if not offset by future gains, will cause the 
amortization period of the unfunded actuarial accrued liability in future valuations to fall outside the 
measures accepted as actuarially sound. 
 

Respectfully submitted, 
 
Signature on File 
 

     James Gillett, CPA 
October 17, 2003 Deputy Legislative Auditor 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



The Teacher’s Retirement System 
Management’s Discussion and Analysis,  

Financial Statements and Notes 
 

 



 

 

 


































